STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER, Governor

COMMISSION ON STATE MANDATES
980 NINTH STREET, SUITE 300

SACRAMENTO, CA 95814

PHONE: (916) 323-3562

FAX: {916) 445-0278

E-mail: csminfo@csm.ca.gov

February 24, 2004

Timothy M. Barry Ramon de la Guardia, Deputy Attorney General
Senior Deputy Department of Justice

Office of the County Counsel, San Diego 1300 I Street

1600 Pacific Highway, Room 355 P.O. Box 944255

San Diego, CA 92101-2469 Sacramento, CA 94244-4973

RE:  Order to Set Aside Statement of Decision of January 26, 2001 and Proposed
Statement of Decision

Medically Indigent Adults, CSM R-S046843 (ON REMAND FROM THE
CALIFORNIA SUPREME COURT: County of San Diego v. State of California,
et. al. (1997) 15 Cal. 4th 68).

Dear Mr. Barry and Mr. de la Guardia:

In accordance with the Superior Court of San Diego’s judgment and peremptory writ of
mandamus in County of San Diego v. State of California (GIC762953), the Commission’s
Proposed Order to Set Aside Statement of Decision of January 26, 2001 and Proposed
Statement of Decision is complete and enclosed for your review.

Commission Hearing

This item is set for hearing on Thursday, March 25, 2004 at 9:30 a.m. in Room 126 of
the State Capitol, Sacramento, California. This item will be scheduled for the consent
calendar unless any party objects. Please let us know in advance if you or a
representative will testify at the hearing, and if other witnesses will also appear.

Special Accommodations

For any special accommodations such as a sign language interpreter, an assistive listening
device, materials in an alternative format, or any other accommodations, please contact
the Commission Office at least five to seven working days prior to the meeting.

Please contact Eric Feller at (916) 323-8221 if you have any questions regarding the
above.

Sincerely,

Hab

PAULA HIGAS
Executive Director

-~

Enclosure.
cc. Jaime Rene Roman, Administrative Law Judge, Office of Administrative Hearings.
I\litigation\sandiegomia\sodltr.doc
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ITEM 13

ORDER TO SET ASIDE COMMISSION DECISION
OF JANUARY 26,2001 AND
PROPOSED STATEMENT OF DECISION

No. CSM R-S046843 (On Remand from the California Supreme Court, County of
San Diego v. State of California (1997) 15 Cal.4th 68) and

County of San Diego v. Commission on State Mandates, et al. (September 24, 2003,
D039471) [nonpub. opn.]. (On Remand from the California Court of Appeal, Fourth
Appellate District, Division One)

Medically Indigent Adults

EXECUTIVE SUMMARY

In County of San Diego v. State of California (1997) 15 Cal.4"™ 68, the California
Supreme Court held that the Legislature’s exclusion of medically indigent adults from the
California Medical Assistance Program (Medi-Cal) mandated a new program or higher
level of service on San Diego County (“County”) within the meaning of article XIII B,
section 6 of the California Constitution. The Supreme Court remanded the matter to the
Commission on State Mandates (“Commission”) to “determine whether, and by what
amount, the statutory standards of care...forced San Diego to incur costs in excess of the
funds provided by the state, and to determine the statutory remedies to which San Diego
is entitled.”

On January 26, 2001, the Commission issued, with minor modifications, a Statement of
Decision of an administrative law judge dismissing the County’s claim,

The County challenged the January 2001 decision, and the case reached the Court of
Appeal. The court disagreed with the Commission’s decision, and issued an opinion
finding that the County had incurred state mandated costs in the amhount of $3,455,754.

On January 28, 2004, the San Diego County Superior Court entered judgment and issued
a peremptory writ of mandate directing the Commission to set aside the Statement of
Decision of January 26, 2001, and issue a new decision consistent with the court’s ruling.

Attached is the proposed order to set aside the Commission’s prior decision, along with a
copy of that Statement of Decision (Exhibit A), a Proposed Statement of Decision that
incorporates the unpublished Court of Appeal decision (Exhibit B), and the San Diego
Superior Court’s Writ of Mandamus and Judgment Granting Peremptory Writ (Exhibit
o).

Staff Recommendation

Staff recommends that the Commission adopt the order to set aside the January 26, 2001
decision (Exhibit A), and adopt the Proposed Statement of Decision (Exhibit B).



EXHIBIT
BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA
ON REMAND FROM THE CALIFORNIA | No, CSM R-2046843
SUPREME COURT:
Medically Indigent Adults
County of San Diego
Petitioner, . ORDER TO SET ASIDE STATEMENT
. OF DECISION OF JANUARY 26, 2001
State of California, et. dl, (Proposed for adoption March 25, 2004)
Respondent
(1997) 15 Cal. 4th 68.

ORDER TO SET ASIDE STATEMENT OF DECISION

On January 28, 2004, the San Diego County Superior Court entered judgment and issued
a peremptory writ of mandate, pursuant to the opinion of the California Court of Appeal,
County of San Diego v. Commission on State Mandates, et al. (September 24, 2003,
D039471) [nonpub. opn.], directing the Commission on State Mandates (Commission )
to set aside the Statement of Decision of January 26, 2001, and issue a decision that the
applicable standards of care forced the County of San Diego to incur $3,455,754 in costs
in excess of the funds provided by the State of California, and therefore the State is
required to reimburse the County of San Diego in this amount.

In accordance with the peremptory write of mandate, the Commission hereby sets aside
the Statement of Decision of January 26, 2001, a copy of which is attached hereto.

A



BEFORETHE |
COMMISSION ON STATE MANDATES
’ STATE OF CALIFORNIA

'ON REMAND FROM THE CALIFORNIA
SUPREME COURT: -

County of San Diego |
Petitioner,
1
State of California, et al,
: Respondent..

(1997) 15 Cal. 4th 68,

No. CSM R-2046843

Medically Indigent Adults

STATEMENT OF DECISION
PURSUANT TO GOVERNMENT
CODE SECTION 17500 ET SEQ.:

- TITLE 2, CALIFORNIA CODE OF

REGULATIONS DIVISION 2,
CHAPTER 2.5, ARTICLE 7

. (Adopted on January 25, 2001)

STATEMENT OF DECISION

The attached Proposed Decision of the Administrative Léw Judge is hereby adopted by the
Commission on State Mandates as its Statement of Decision in the above—enhﬂed matter, with

the followmg two modifications;

s Page 16, “The net effect of the allowable credits and disallowable expenses thusfar
imposed reduce the County’s established CMS Program expenses by $6;274:343

4,490,445

¢ Page 17, footnote 53, “With the combination of credits and disellowable expenses, this
effectively reduces the County’s claim for reimbursement to $8;765;65+ $9.891.895.”

This Decision shall become sffactive on January 26, 2001,

M S

Paula Higashi, Execéiﬁve Director
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Wrt:mt7 "

Although Commissipn staff correctly obsarved following the perties! written submzsamna, dlscrapanc;es in tba
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ISSUES PRBSEN’IED ON! RBMAND5

ya e oy

1. . Whether the comments ﬁled by the parues, o reconszderauon by the ALJ
compels modxﬁcaﬁon of the Proposed Decision, : . L

. 2. Whether the Proposed Dec151on arroneously concludes that the C‘ounty is not
enﬁtled to any recovery. . . . :
; ) aH o ’ '
3. Whether the Pr oposed Dcmsmn arroneously credits the State with Dﬁsets to
‘which the State is not enﬁﬂed L :

PROCEDURAL FINDINGS

1. The County submits that the Supreme Court* “[h]aving found that the State had
illagally transferred fiscal responsibility fod MIAYE {0 the'éotintids'in violation of the Califomnia
Constitution; having found that the State's failure to fully fund its MISP triggered the County B
obligation to prov1de medidal services a the providet of lastresott under [Walfare & . .~
Institirtions Code] section 17000;6id having found thatthe Gounty.did not have dl‘screnon 0. - J
refuse to provide medical care to MIA's, the Cowrt held that on remand the State could argue
that particular services exceeded stamtory standards, That is the full extent gf the remand of the
Supreme Court, " [Rinphiasis added].” Sittply put, Sibmits the Coutity, the.“task before thia .

~ommission to determme are wheﬂ:ler, #hd by what amoufit, the statutery standardsof & " i

sare...forced San Diego to incur costs in excess of the funds prowded by the state, and to

determine the statitory femsdies to which San Diego is entitled.'+The County.thersipan -

concludes, “Unable to deny the validity and merits of the County's'claim based-on the Courity’s.

response to the questions asked by the Commission, the Proposed Decision adds & new twist to
 the proogedingsby enoneously concludmg that the County was not * compeﬂed’ by tha

statitory standards of care to incur costs in exosss of the'fufids provided by thé State.””” The

County further notes errors in credits detarmmed by the ALJ to its claim for re:mbursamant

RV Y AT DTS & BN
. S

2. “A rexmbwsable state mandata is not cammensurate w1th*antyn addﬂ:mnal oasts
that a local government may be reqmred to bear" but is “created only when the state-imposes on -

':ﬂ\‘

The. issuss onginaﬂy prasanted this tribunaf jn its mitml b oposed Decmmu ware darivad from the’ remand sat forth
in County of San Diego'v. Staie of C’alzfarma, ét al (199’7 15 Cala® 68 111 namely, (1) whather%e staﬁuﬁory '
standards of care-compelled the County to incur cofts in-exé6kk of Fiitids providedhy the' Sthts, (2.)’what HfnGHt the -
statutory standards of cars compelled the County to i inour in excess of funds provided by the State, and (3) what
gtatutory. remedies is the County entitled,

The County’s Suprems Court reference i lato C‘aunty of San Diego, supra. e T

® Sectlon 17000 sfatea‘ “Every county and | avary oly ahit uom:tty ‘shall reha‘ve and gipport allinsdmpetent] poor,
indigent pewons, 2 those mcapauitataﬁ by aga. diﬂanaa, or accidant Iawfully repidehitthsrain, When sk pai‘scmd

FARIZE,

are nof suppol'tad and relievid by thefr relattves Bifrients’ by their owii maans, Br'by sthté huapitals ar otheitafs or
;ﬁmvate institutions.”

The County submits, it fmdmg is contraty to the Supreme Court's decxsmn in County of Sain'Diége  &nd
sxtends beyond the soops of the Supteme Cotirt's temnd tb'ths Corimissiofi; Thé tonelusitn contained i the
Proposed Decision 18 neither supported by the facts in the récord, 'ﬁor‘by the findings’ of fact contdfned in the

' Proposed Decision itsslf. Therafors, the County urges the Commission not to adopt the Proposed Decision,”

5



i

a local goveent BDEW Program of an increased 1eve1 of service under an existing program.'’

* The County’s obhgamon to provide health care to medically indigent persons pursuant to
section 17000° was an unfunded state mandate. Section 17000 effectively denies the County
“'discretion to refuge to prov1de mechual ‘CATS to adult moéuoally mchgant pmsons. "o
3. The State subxmts that the" Com:mssmn must always detarmme whothar a8
mandate is reimbursable’ and that the Proposed Decision correctly found that the County is not
. entitled td any reitibursement because the County.commingled its Califorhia Healthcare for
‘Indigents Program (CHIPY with:its County Medical Services (CMS) program, sorvmg the same: .
population withddentical sérvices, and béeause the Gounty limited its legal and sconomic

liability, and, finally; because the County failed to provide'salient docuirientation supporting its -~ . |

clatm for reimbursement by the State. The State further.submits that some arithmstic errors

were effccted by the ALI a8 or od1ts to the County B clmm for mnnbmsemont

[ T o . C I

FACTUALFINDINGS - '«

4. “Before the start of Medi-Cal, ‘the indigent in California were pr ovided health
cars services through a variety of differerit programs and institutions,’”!!

A, = “County hosp1tals ‘Brovided & wide range of inipatient and ou’cpatlent
hospital services to all persons who met county mchgono;/ requiromcnts
whether or not they were public assistance recipients,””

B. “*The maj dr tésponsibility for supporting county hospitals rested upon
.the counties, financed primarily ﬂnough property taxes with n:unor
contributions from” other sources,”

5. Medi-Cal began operating March 1, 1966, and established “'a pzogwm of basic

© and extended health care services for recipients of public assistance and for medically indigent
persons [MIP's]. "% Notwithstanding its initial operation, there remained “a group of citizens
not covered by Medi-Cal and yet unable to afford medical care” who remmned the

City of El Monte v. Commission on State Mandates (2000) 83 Cal.App.4™ 266,
B ugection 17000 ; imposes upon counties & mandatory duty to ‘relieve and support all mcompotent. poor, indigent

persons, and those incapacitated by age, dissase, or acoxdant, when those persons are notrelieved and‘supportod by
soma other means.” Hunt v. Superior Court (1999) 21 Cal, 4% 984, 991, s
Defmod, for purpeses of the decision in County of San Diego, *‘as mest-individuals who meat ﬁnunoml eliglblity

requirements for Medi- Cal but are not at least 65:yeers of age, blind; disabled, or eligible for AFDC; (County of San
Dwgo, supra, 15 Cal. 5% gt pp. 77 =80, 100 - 104.) Hunt, supra at p. 1004 .

¥ Lusia Mar Unified School.Dist, v, Honig (1988) 44 Cal.3d 830, B36 ~ B37; City of Bl Monte, supra. Evan
without the import of these authorities, the Suprame Court's remand-4p tha Commmsmq oompanacl B daturmmution
of the State's reimbursement to the County Hunt, supra at p, 1003, fn 10. .

County of San Diego, suprg atp 76. . -
Caunty of San Diégo, supra. '

13 County of San Diego, supra.

14 County of San Diego, supra; see elso Hunt, supra et p. 994,

Wy
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respons1bﬂ1ty of California counmas.l‘s Th1 ough 1982, the Sta”ca prowded full fundmg for MZ!P
1ed1c>al care. 16 i B s y .

6. In 1982; the Lagmlatme passed two Med1—Ca1 1efc>1mbﬂlssthat effective J AIAT ;y
1, 1983, excluded from Medi-Cal most adults who had been eligible under the MIP category.’
“As part of excluding this population from Medi-Cal, the Législature created the Medically
Indigenit Services Acoount (VISA) as.a mechanism fot. ‘transferfing] [state] funds.to.the
counties for the provision of healthi-care.sepvices. Through MISA, the state anmmally allocated -

funds to counties'based on:the average amount expended’ during the preévious three:fiscal-years |

on Medi-Cal services for county residents: who had been eligible as MIP's: "% By its exclusion.
of medically indigent adults:(VIAs) from Medi-Cal, ' the State of California effectwely ’
transferred 1espons1bﬂ1ty for the medwal needs of this populatlon to the counnea

T “A:ftel passage of the' 1982 1ag151at10n, San D1ego astabhshed a county medlcal
services (CMS) progam to provide medical care to adult MIP's,” Between 1083 and June
1989 the State fu]ly funded the County 8 CMS program throtgh MISA* at the following
levels:

, FiscalYearv N P "MI*S'A;Eunds “

1iss-en0Rs $19,000,000 -
B4 . 36assidd
B4wBS . . - '37446419
esoss "43065009
8687 L 41,008,163
87 ] Do 41,008,163
88— 89 o6

Caunty af San Dte,go, supra Bt p, 77 Hunt supra,
16 County of San Diegd, supra at p. 79. '
1 i1 1982, the Legislaturs excludsd from Medi-Cal mbst mdwidua]s who do not fall withm the ‘fcsllowmt7
catagones* those atleast 65 yéars of Age; blind or disablsd persons, and mdmduﬂla ehgxbla for AFDC “H unt supm.
County of San Dxego, supra et p, 79 — BQ; Hunt, suprd.
1 MIAs are umong g clags of MIPs who are non-categorically linked, Sxmply put ‘these indivituals “met’ ‘the
income and résouits requirements for ald ander [AFDC] but [did] not offerWise: quahfy BE B public assmtance
emplant " Admiristrative Record, p. 0007; County of Sari Diego, sipra i b. 79.

Counties “must provide medical care to medically indigent adults pursuant to section 17000, mdspandant of the .

statutory scheme that transferred responsibility for such individuals from the state to the counties in 1982 " Hunt supm
at p 1004, ‘ ;

Caunty of San Diego, supra st p. BQ, " A

(,



With the receipt of such funds from the State of Callforma, the County did not expend
eny of its funds to provide medical services to MIAs through its CMS Program. The County
contracted with four regional contractors, who in turn c:omracted with health care providers, to
Pr ov:de services to MIAs

) Desplte nsmg costs and clatms for services, the County, in subsequent years,
received MISA funds as follows:

Fiscal Year ‘ , MISA Funds

89-60 ‘ 33,047,014
00-91 19,842,347

The County claims that by fiscal year 1989 — 1990 and for ﬁscal yaar 1990 — 1991, the
,Stata wag only parhally fundmg the County's CMS program. Faced with reduced State
revenies, the County, in fiscal year 1988 — 1989, commenced the development of a new
comprehenstve health care system for MIAs that would maximize the quality and accessibility -
to services by MIAs while simultansously pr ov1dmg a base level Df compensation 1o
participating health care pmwders

9. - By December 24, 1990 the County claims “it exhansted state-provided MISA
funds” and, faced with a shortfall,* the County's “board of supervisors voted in February 1991
to terminate the CMS program unless the State agreed by March 8; 1991, to provide full
funding for the 1990 —.1991 fiscal year,” The State refused to prowda additional funding
. whereupon the County “notified affected individuals and medical service providers that it
would terminate the CMS program at midnight on March 19, 1991, "2 The County, relying on
the Declaration of Sandra McChesney, former Chief of the County Medical Services, claims it -
“was not until the County committed millions in County general funds to the CMS'plogxam,
that had previously been earmarked for discr ehonary county servwes, that the cnsm was everted
and the CMS gystem contmued to function.”**

10..  For fiscal year 1990 - 1991, the County received funds as foilows:
A. $19 842,347 in Medically Indigent Services Program (MISP) funds

from the State with a credit to the State in the sum of $294,003 for
interest earned by the County on the funds.”

See also Huwnt, supra,

C‘aunty of San Diego, supra st p. B0,

County of San Diego's Comments to Proposed Decisipn, p. 73, A review to the rafax enced paragraph of Ma,
MoChesney's Declaration does not, howsver, provide the same particularity to “milions" or “earmarlced" services
avan ad in the County's instant hyperbole to the Commission,

% The stipulation entered into by and between counsel as set forth in the transeript “is that the County credited the
State with $24,003 in interest earned by the Gounty on the MISP funds for 90/91." The transcript, as ccrrectly
reflected by the County in its written submission, is for $294,003, 4

8



B..  $3,462,889 in hold harmless money from the State.”® .

- C. '$3,598 261 in federal grant money known as Legahzed Ind1gont
Medical Assistance through the State of California to mitigato the
effects of the Immigration Reform and Control Act of 1986 via the
State Legalization Impact Assistance Grant (SLIAG) Plogram Of such
amount, the County spent $2,199,951 on its CMS proglam o

D. ‘$18 942,077 in Cahforma Healthcare for Inchgents Program (CI-IEF')
funds flom the State

The C‘ounty cons1de1s its CMS Program its MISP Progra.m County avers that the
total amount received by the Coun ’gy from or through the State to be credited for medical
services to MIAs is: $25,799,190;% the State counters that the County received, with the
inclusion of CHIP funds, $43,571,267. The Countgl responds that CHIP funds should not be
properly considered by this tribunal for inclusion,? Seokmg reimbursement for its CMS
Program, the County, on December 18, 1991, submltted an invoice to the State Controlle1 f01
its ﬁscal year 1990 — 1991 uncompensated expenmmres

11, The County claims it spent $41 072,858 in its CMS program to provide

appro 1’15.126 medical care to its indigent population of 22,582 unduplicated users in 1990 —
1991 The County argues that “[f]or fiscal years 1986 — 87 through 1988 — 89, the State
nrovided the County funding at the level of $41,008,613 through its MISA account.

lowever, for fiscal year 1990 — 1991, that fanding was reduced to $19,842,347. During that
latter fiscal year, the County maintained the CMS program at the $41 million level, and the
County has now established that the medical services which it provided to adult MIP's were
- consistent with and did not exceed Medi-Cal standards. That level of care was also '
consistent with Welfare & Institutions Code sections 10000 and 17000 and the case law
interpreting those statutes.” Mindful of contributions effected by the State for fiscal year

See Welfare & Institutions Code §16991,

2T The County's reference to Willlam Burfitt in its post—heanng Bubmmmon is mapposxta and not d1sposit1va For
;lmrposes of this proceeding on remend, the Attorney General's objection is overruled.

This amount is derived, on remand and reconsideration by the AL, from tha County's “Comments to Proposad
Decision”, p. 68. This amount modifies the previous finding of $25,529,190 in the Proposed Decision, The
$25 799,190 is derived from the sum of $19,842,347; $3,462,889; $2,199,951; and $249,003. ’

CI—BP funds supplement not supplant extent programa, Revenus and Taxation Code Section 30125.

Coum‘y afScm Diego, supra atp. 83, Altbough the County originally claimed infunded mandates for both fiscal.
years 1889 ~.1090 and 1990 ~ 1991, its claim to the Commission on State Mandates is only for 1990 1991 in the
amount of $15,164,350,

31 While the County, incident to its submission to the Commission followmg ispuance of ths Proposad Decision,
subrmits this claim is “uncontradicted; it s correct in obaer ving that the ALJ did not make a specific finding on its
claim inasmuch aa the County's ability to catsgorically support such claim lacks, as posited by the State, competent
and credible source documentation, That having been said, the County has, nevertheless, satisfied the Commission's

aly 1, 1097 request to “identify or report the number of adult MIP's served during fiscal” year 1990.— 1991 and to
“calculate the amount of money spent on medical services...on behalf of adult MIP's" during that fiscal year. The
County, however, fails to distinguish its responss from its obligation to present competent and credible evidenca.
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1990-~ 1991 the C‘ounty submits there remains a shortfall of shghtlymore than $15.1 million

owed by the State.

A, il o of

12, : Durmg ﬁsoal year 1990 1991 the County clalmsrlt 1ncuned and pald CMS

Progmm expenses, ag fD]lO'WS‘ '

Al :n"'i N ",

AL Du ect Pro gram Costs

, $36 254 278 |
+ e (1) umfessu;n.;iNS;:\.ﬁceiS' i $132 229 861
| B nHospxtﬂPc;ﬁ 17, 149 48733
b. . Specialty Pool: | $1o 704 4213“
c.  ClinioPool: - | '§ 425 660
<:{‘  ? i, Ehg1bﬂ1ty1’hys1ca1‘s'35. "'$ .+ 140,580 -
(2) Admmls'uamon Servwes% - § 4034 r130'
‘ﬁ‘.ﬂ .“ !Inchrectl’mgiam Clmsts $ 1632 554
| ‘v“l(l')'« : D&;partnz\ent @verhead' “$‘.*'1',’17«~6-,257‘
"_«{23- E;tﬁen;ei O.velheadv . $ . '45:6,297-
© Ot - - .  $4. 2044352
(1) Socml Servmes. ‘.$ 1.30,132
| R (z) | Dmg&Alcohol Services: § 135000
| (é) Pumary Cmesa&lc;c;s - g 20,804

oo , fa

g w

[AR w
oL

2 This denote amouits paid forprofessional services; salaria;s and benefits paid to County employees, services and
supphes expended, by the Gounty on the CMS Program, debt service, fixed asset costs and Medicus administration.

Thxs mnmount excludes $4,671,237 in CHIP funds,
This amount excludes $2,694,600 in CHIP fonds,

\

33 70 continue recéiving. general relief paymerits; CMS patients were required to be in & work progrems;hewever, if:, .,
such patients wers disabled-and unable to participate in a wotk program"benaﬁts would be.denied un]ess examined . .
and certified as unfit.to work, The Gounty, through. the Primary Cars Divisjon of the Depertment of Humen ..

Services, contracted with.- community olinics tg,pr ovf‘de physioals determining CVS Program ahgibility

Indirect Program Costs include & portion of: tha Dapartment of Health Services overhead as wall BE B, lasser ;

gorhon of the Gounty's overallioverhead COBIE. v zins -

Other'Qogts.include OMS funils allocated and*‘bxpaﬁdad by the Cmmty B Dapm'tmant of Socml SBI vites,
‘Departmistitrof Herlth Services; Depatttieiit of Alocholand Drug*Abuwe Services, Primary C‘ara vamae, and "o

Dapartmant of Mental Health Sexvices.
7
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(4)  Mental Health Services: ..§- 2,658, 326% . e N
13, Faced with forthoommg fiscal shortfalls, the County, commencing w1th the
1989 — 1990 fiscal; year, developed-and-imdertook & reimbursement pool structpre: for its
CMS program that trangferred the risk of financial loss (attributable to service- costs anid - -
funding) from the County to its contract providers. The County established reimbursement
pools from which it paid providers, Podl allocations were setiand capped by the County at
the beginning of each fiscal year based on final State Budget approval once county .

. allocations were known. Through these provider contracts; the;County limited its habﬂlty for

payments to the amounts in its capped reimbursement pools, thereby shifting risk of financial
loss to its CMS program conttact providets. To refmburse providers, the County established
three main ren:nbursement pools'

A. The Hosp1ta1 Pool.
RN R IR '
. (1) The I-Iospﬂcal Pool is fulthol subd1v1dod into two pools: the
* '+ . Hospital Discretionary and.the Hospital Formula,

(2) Prcmdors are reimbursed on the, basis, of a point system
established by the County and set forth in its provider contracts.
The point system awards participating-hospitals a certain
number of points for various services provided to CMS patients,
Norfi-participating hospitals (1.e:, non-centracting hospitals) are
paid at a single and much lower point rate, ragardiess of the
service provided nor is every CMS patieiit service paid at the
same rate. In contrast, a participating (i.e., ooniractmg) hospital
s paid at & Higher zate for the.same service. -
(3) Providers aré paid throughout the year basod on a formula which
. corisidets the overall amount iri the reimbursement pool in
relation to the number of pomts accumulatod by the provider in
' approvod claims, o

‘a..  Effectively, the County’s unit-of-service costs are not
fixed but vary, depending on the amount of money in the
pool and the number of approved services provided. The

“vw o rriofe services provided, the lower the unit-of-service” .

Doapm: the Coutity's tlaim of Having incirred expenses in the sum-bf $2,900,000, competentzand credibls
ovidonoa establishied thet it Hotually bxpended $2,658;326 of CMS fundingthrough its mental health program.
* For exemple, in its "hospital contrdot, tho C‘ounty nesigng varitus hiipital servicek cértain poinf Valtes, ‘Paymonta

to providets are based o &'formula-thit céhaders the overall Amownt it the reimburiérient P! inslatish to the «
number of points acoumulatsd by the provider i ipitoved clatms, Accordingly, the'County!'s udit-of-service coata - 3
(i.e., point costs) are not fixed but vary depending on the smount of money in‘the pool &nd'the numberof approvad

orvicos provided, If mote servioes are provided and epproved; overall GMS program costs do niot increase;: nathor,

using the formula, the dollar-velue-per-point simply decreases o thit overall-costs. do not exceed the amountimthe, .
refmbursement pool. . o e et L e

(2]
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.,.'I‘hePhysmlanPool : ,.H' 3 :3 ;5

(1‘) ' The Physmmn Pool is furthet subd1y1ded mto two pools the

s, ', COBt thereby limitingfine] copts within, the limits of the

T L amountm the re:mbursement pool

b The fmal payment rate per pomt was not deterrhined by -
the County until the. epd of the fiscal. year, and was based
on the amount of funds expended from the
“reimbursement pool” and the total nimmber of pomts
e .,accumulated thoughout the year, ., -

b

,(4) . In 1ts hospltal cont1 aots the County hm:lted its habﬂlty for |
, payment to.the fuuds in the lennbursement pool regaxdless of
the numbe1 of patlents served or the level of services proylded

51 «
A

H

Physiman Speoxalty and the Phys1c1an Emergency Servmes

oo ey o LS TN (2" £ T

(2) . Pr oylders pursuant to prov1der contracts are rennbursed dunng

the year at,interim ratss of 100% of Med.t-Cal rates; The Copnty .
proyides in its contracts that the t;otal ;pool. amount is avaﬂable
\fDI' payments to prov1de1s but limitg 1ts habﬂlty to this, amount

r aenore

. (8)- To avotd depletmgutscpool amotmt 1ts prowde1 contraots permlt

the County to adjust the interim payment rate, after & Teview of
. the pool within the first nine months of the contract year, Based
- onits review, the County, in order to avoui depletmg its pool
-+ reserved theright to adjust the rate for ‘payments a]re.ady made
... and for futute payments

s .
o oA [E N

in the. County’s “nsk pool.” This provision provides that any
- funds remaining in the pool after a1l guthorized claims have been

e paidiwill be paid to contracting physmlans based on a percentage

of payments made throu ghout the yeat, Such payments (not to
exceed 135% of Medi-Cal rates) are not for additional services
or additional patlents treated

o

TheC]nncPool _,lj‘ e

T

' Conu act pxowders ale,reunbursed durmg the year at an interim dollar

rate per visit for a pre-approved and specified monthly number of CMS -
Primary Care visits for each Clinic. The Clinic-contract particulatly -
provided “in the event that a Clinic site provides more' CMS ansry
Care Visits than approved..., the excess’ v1stts will be &t full risk.

12

-

i

'(4)  The contract further permits contraotmg physunans to partlelpate o

‘Payment for these visits will be made on'd pro-rated basis, ‘only if funds ;



‘Teniain'in the Pool after allvisits,  are paid at the maximum rate.” A
contract provisiof further provides thatfunds renaining in the Primary
Care reimbursement pool at the end of the contract year, afterall =~
' *approved pool clairis have beeti péid, will be didtributed to Clinics on &
. prorated basis, 'Such paymetits a# not for additional services or
’“addruonal pa’oents treated L ~

The County asserts that ne1ther the Hosp1tal’ Formula suj:)-pool40 nor the Physlclan
- Bmergency Services sub- pool Tepresent. CMS program pools, since they contain CHIP
funds, and smee the Stdte ditecti*how stich funds (GI—]E?) are-to'be expeuded on indigent
health cate, On the othet’ hand the Couuty siibinits tHat the thieg femaining pools: the
Hospital Dlscreuonary, Phykicién Specialty, and Clinic are CMS program pools (although
CHIP funds are commingled in two of these thres pools),” Rrsk of 1oss for eXCess servroe
be prov1ded at the contractors’ full nsk or by utilizing a paymeut formula to control umt-of-
service coststo mstch initfal pool fundmg levels, *Ag'an: ifigentive to contract, the County
_promised cohtr aeﬁug prowdeis payment of all*fimds allocated ts the pool therefork, if after
all claims are peud at the maximum dollar amount and money remains in the pool at the end
of the fifca] yeat, Séntract provrsious specxfy that arly refmainitig firhds will be distributed to
contract’ prowdels Bided on the fifmiber & pomts ipsiminlated fot.services provided
throughout the yeat: Non-contracung hosplﬁals, as'4 further incetitive to contract with the
County, afe'paid 4t a single and muchlower réteForéll sefvices (e.g.; contracting hospitals’
points ranged from 1 - 15 points, depending on the type of service rendered; however, non-
,outraotujg hOBpltB.lE were pald 2 75 pomfs for alli ‘servmes, regardless of type).
R LN
14, In ﬁscal year 1990 ~ 1991 the Couuty contractéd w1th Medicus (later
“Managed Care Soluﬁons Inic.” and- iio'w “Lifernark Corp ") 16 adininister its CMS program.
As part of Medicus® administrative tespbnaitilities, it facilifatad the County's negotiation of -
conttacts with healthcare providers and made payntients to CMS' program providers. The
County aolmowledges that for f1soa1 year 1990 1991
AL The “eshmared level of fundmg for tfhe hosp1tal pool was $17,000,000
4 gnd expressly gave ' the hospitdld’the right toterminate the contracts on
ten: days notice if*State fiifiding [wiak] significantly reduced or not
recéived: Iff addition the hosp1tals eould' termmate on sixty days
notice fotary 1'easou.”4 : -
B.  “The contracts with the md1v1dua1 and group Spec1a1ty Physicians
providers stated that the estimated level of finding for the Specialty
Physicien Pool for'fiscal year 1990 ~ 1991 was $10,000,000. These

* boniiricts elso aJloWed the Piovidersto ‘termmate the couuaots in the
RV 'u‘( . C f ’, ' i

40 Thig subpoolircluded $6,055,385 in CI-}IP funds. L
4 * This subpoolinciudsd §3,281011 in CHE s ;-

No CHIP funds were used to pay for Clinic gervices,

Couuty of San Diego's Comments to Proposed Deoxszon, P. 72,

!
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_<eventthe State failed:to fund its mandated CMS obhgatmn at mstonc
. and expected levels. 44 : o

.C.  “[TIhe agreements with the Primary Care Clinics, prowded that the
" estimated level of funding was $4.2 million and allowed the clinics to
. »terminate the contracts if state funding was subatanma]ly reduced,”?
Y e
154 A.s the C@unty Qperated 1ts CMS Pro gmm, thara ig no extant evidence that
suggests:the County provided ahigher.lavel of servige: (1.e standard of care) pursuant to any
state mandate, The County’s, 1990 - 1991 CMS Program i net driven by the number of
patients served or level of getvice provided but, rather, by the amount the County was
prepared to pay for services during the extant fiscal year as & consequence of funds available
for disbursement.- _ ..¢ :-,i'u- U o
AL W1thout mod:fymg ehgfmhty requxrements or the scope of services
- ; provided patients, the County controlled CMS Program funding,
P e contractmg, -and payment processes that cap reimbursement.
: Cot TR " L ¥
B. The County CMS Pr ogram ccmtwlled umt-of-servxce ralmbursement
w1thm parucular limits of fiscal habﬂlty

C. The C@unty, 1ather effwwnﬂy and 1e=spons1b1y, allocated funds to its
© " capped “reimbursement pools” and, thereby, shifted the risk for
financia] losg ﬁ:om excess gervice costs to its contract prowders

The County did not expenence uncontrolled costs or an excessive amount of services
by its employment of its service delivery model. ,Employmg such a model, both the
reimbursement pool structure and provider contract,provigions-limiting the County's liability
for payment to the amounts in its reimbursement pools, final CMS Program costs are
determined suﬁmwntly early in the fisca] year, when-State funding is known and
- reimbursement peo] allocations are made. The-County's CMS Program costs are therefore
contained, tegardless of the-number - of.patients served; or thenumber or level of gervices
provided. Inthe event.of potential. pool*shartages County.and Medicus staff acknowledged
to state audltars that funds would ba shifted between- the pcaals durmg the close-out process,

Seelcmg to audlt tha County 8 claum far CMS PlD gram reimbursement, state
B.UdltOl‘B from the Office of State Audits and Evaluations, Department of Finance, requested
documentation supporting-the, County's claim and, followmg efforts to elicit documentation,
Department Of Finance audltors ,oleum : S

b

Y T q. o : '
4 A Thera axlsts no compatant,credlble ev1danca to support the County's
claim of $41,110,814 in MISP-costs for fiscal year 1990 — 1991.

[RR I

44 See fbotnote 43, . A " " oo
45 Ses footnote 43.
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The County failéd to provide sither its original olam:t, acopy of
its original claim, or backup reoords, ongmal of' opies.

a -

) County 1eoords euppbrtmg 1ts olan:n were destroyed

‘ I' !

Ev1denoe pr esented this” tnbunal competently and
credibly established that the County, although having

‘maititained ith records pendinglitigation, babsequently
" destroyed-various resords dutifg the' subsequent pendmg‘ i

of this referenced fudit thereby Jmpamng competent ' -
andit completton Cheb W
Although some doouments contamlng requested
information were ‘presented to the state auditors on their

Tkt Visit 6 the- Oounty ot Marth-15; 1999; thereafter,
. " Couity staff, havingbeen'davised that the andit review
" wa‘hdversiirial by Cotity Courissl,wete instructed not

to pr ov1de documents unless epec1ﬁca11y 1dent1f1ed by the ‘
audltors et

Cown S, e . r

Lacking approprtate documentanon, an audit of the County 8

a.-

claim could"’not be competently performed

R
e

RENE e

Requests for documentauon by stats audltors were
1gnored

v . ,;x

K Inoonme’tent versions of documente were subm:ttted to
'*stete eudttors ~

" At'the hetring, the County pi‘oduoed yolufninous records, ¢ |
- incltiding éancelled chetks, pu:tportmg 10 'suppertits ** -
claif 6f OMS-Progtai expenditires in the sum-of $41M: - -

The: Vident ahithesity between'the County and Stdte
furicionéd:to clearly ifnpéde the andit, impais candor,
and limit communication. The effect circumscribed this

‘ tttbunal’s ‘ability to fiill§-and obrhpetenitly. ‘detetmine the
_8cope of the'County"s CMS- Program. Bach party now
"+ Uponcsdes the value of an audlt, howsyer the: Coutity ~*~

suggests an independent aidit to which the Attorney -
Generdl objects. . While the Attorney General invites this
tribitidl’s reoommendatlou to the Cominission on Stats

' Matidgtes for ah audit—the mvitatlon is-declined. The

CMS Program expenditures a8 relavant to the
administered reimbursement pools are not dispositive to
the County’s 1990 — 1991 claim,

15



Genera]ly accepted accounting principles require, inter alia, & Bystem to
identify and match revenues (credits) and expenditures (debits) to
identify & population of related transactions for an account, Following
receipt of funds from the State and disbursal by the County to Medicus,
the County failed to account separately for the expenditures (debits)
relating to CHIP revenues (credits) or the MISP revenues (oredlts) in its
CMS Ploglam expenditures.

(1) MBdlCIlE did not maintain separate aocountmg of CI—]IP and .
MISP funds it received through the drawdown transfers from the
County. .

2) Once CEIIP and MISP funds were deposited into Medicus’ bank
account and allocated into the poels, the funds became
indistinguishable between CHIP and MISP. Neither the County
nor Medicus, following commingling, can properly, competently
or credibly account for the funds’ final allocation

(3)  All CMS Program expenditures for prov1der payments were
: made by Modlcus a8 homogeneous pool expenditures.

4) ' The County, lackmg the ability to identify pool expenditures that
relate to CHIP revenues or MISP revenues, cannot separately
account for the funds or support its claim for reimbursement.

(5) CHIP contracts did not identify which services or pool
‘ expenditures would be CHIP expenditures or which patients
were t0 be served by the contracts, CHIP contracts were not
accounted separately from MISP contracts,

(6)  The County submitted Medicus invoioes as support for its
claimed $32,102,518 MISP costs for its CMS Program. ‘Such
invoices-are based on “draw requests” which merely represent
amounts to be deposited into Medicus' bank account to pay
anticipated future claims, The Medicus invoices presented by
the County in support of its claim represent CMS Program
revenue—not CMS Program expenditures, When asked by
auditors for the CMS Program expenditures relating specifically
to the $32,102,518 MISP funding, County staff acknowledged
that with the CHIP and MISP commingling, rolated expenses
could not be identified.

'n.  The County, althongh claiming the two programs ate
separate, is unable to competently and credibly identify
which specific expenditures are properly CHIP and
which specific expenditures are properly MISP.

16



TR 1y 3 T e

b The' County havmg commmgled’fﬁnda ut its

o rezmbursameut pools afid outsourced ‘fftninistration, is

Jum Ab1 to oompetantfly and é;t"é‘chb'iy idenitify the

i :hwdutal patients of semoos réletted only to MISP
funds . o W ey

. '“ e ,.»!. P .,:v". . o

c..  The CMS Program, a8 adrmmstored and fundod by the
County, méﬁuded both CHIP and 'MISP funding fo match
CMS: Program revernes with oonconntant expenditures;
consequently, the County’s commmghng of State CHIP
“and MISP funda for healthcare services provided to its
MIA populauor 6nocossrt.*sttes the'inclusion of disbursed
CHIP fionies in determmmg tha #mount of funds
provrdod By the Stata for MEIA althcare '

.‘:"" " . ~ . . rl

Cap

\*r ey e

: 17.  Pactors concérning the credibihty of ev1denoe are coutamed in part, in :
Evidence Code Secuons 412, 780, 786, 790 and 791. When apphed to the evidence herein,
this tribunal concludes .on balanoo, aud by ;| preponderance of evrdeuce, that:

A.  The County CMS Program expenses oxceeded its MISP allocation from -
. the State in ﬂscal yoar 1990 = 1991 hawever, CMS Program services
* and écariomictisk, shji’tod to the’ prlvate g8ctdr, Were administered and
'rendered ‘Withiti the appropnate statutory stafidards of care.

: i B, The Conntyf,'m ﬂsoal yea.r 1990 1991 had

M At undlsbursed CI-]IP c1ed1t m the sum’of $185 000.
C RN 5 et I
. @ A1980-1990 fiscal year Short-Doyla Program non-categorical
T surplus in ihe sum of $900 DOO - :

ey SLIAG finds allocated ve) and ‘for montal health services in the
= : ’sumof$41244 o F

o @ A Mochcus c1ed1t in the sum of $424 096

- (8) SLIAG fiinds dlv_orted to other than 1ts CMS Program in the sun
R Of$1 398 310

(6) Unacoounted (but’ chsbursod) CHIP futids in the sum of
' $657 654

Y Y

"oy The County axpendad $2,658, 326 of MISP funds to its County
by "Mantal Haalth Depai‘tmont ‘

- 17



C. The Attorney Genereal posits that the County 8 surplus funds in the 1989
— 1990 and 1990 — 1991 militates consideration by this tribunal,
‘ howevel this tribunal cannot readily overlook the obligation imposed
on the State of California to eligible medically indigent. That having
‘been said, it becomes equally apperent that a county cannot administer
a program beyond the mandate of the State and, thereafter, competenﬂy
_claim reimbursement. Dmcammg County CMS Program expenses-in
the sum of $40,831,184, 1t is evident that-any claims against the State of
California by the County must be reduced as fo]lows

(1)  Since after 1982, MIPs have been ehgﬂ:le for the Short-Doyle
’ mental health program; further, the Short-Doyle Act placed
limits on the County’s obligation for funding mental health
services,* no statutory mendate existed that compelled the
levels of service or fiscal constraints compelling the diversion of
the County’s claim for $2,658,326 to its Mental Health
Department's Short-Doyle Program from the CMS Program.

(2)  SLIAG funds in the sum of $41,244 to and for mental health
gervices, as distinct from Short-Doyle Program gervices, do not
compel reduction of the County’s claim.

(3)  Medicus and the County acknowledge a credit incurred in the
sum of9$424 096 Such sum accordingly mitigates the County’s
claim.

(4)  The County claims it incurred CMS Program expenses of
$40,831,184 payable through Medicus in the sum-of.
$36,254,278; however, competent and credible evidence
established that Medicus only invoiced $32,102, 518, but

- expended $32,220, 148; despite a claim for $32,229,861 in
 professional services. Despite its claim, the County did not
competently account for the $9,713 in additional claimed

expenses. Accordingly, this tr1buna1 must further reduce the
County’s claim by such sum.

(5)  The State submits that the County’ 8 ﬁscél year Short-Doyle
Program surplus compels mitigation of the County's claim.
While this tribunal is reluctant to determine that a county must

Subtractmg $25,750,190 from $40,831,184 it is deterfnined that tﬁe County's cleim is $15,039,954,

1 Gardner v. County of Los Angeles (1995) 34 Cal.App, 4% 200, 222 Board of Supervisors v, Superior Court
1(1, Comer) (1989) 207 Cal.App.3d 552, 558; Welfare and Institutions Code Section 5709 ,
Welfare and Inatitutions Code Section 14021 (a) provides, in pertinent part, that “health care shall include mantal

. health services provided by a county.”

49 As correctly noted by the Attorney General in his post-hearing submission, the, reference is derived from the
Mechcus F1scal Statement for the CMS fiscal year ending July 1991,
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" exhauiét its fisoal surplus Wheit seek_mg reffiibursement relating
7 fo a state mafilats; the sourte of the surplus, for which a credit is
- allowabla arisgd from @ teveritie offset detived by the County 8
‘divetéish of GMS fundsto Shoit-Doyle Progiam servmes———a
-+ piogram’ Ll mandatad for CMS fund inclission.
e SRR & P
(6) The State pald thie County SL]'_AG futidsidn the sum of
$3:598,261 of Which'$1,398310 was'divetted to other than the
County’s GMS Progtam. The State is entitledto a further credlt
in tha sum of $1 398 310.

The riet effect of the allowable ored1ts and digaliowable expenses thusfar Jmposed
1educe the County 8 estabhshed CMS Progra.m expenses by $6 274 843,

D. The County ob;acts e} the State audit repovt as untimely and moved to
' stifke the'report in toto. Tlis poses aparticularly troubling matter,
Strily put, the:Gotinty would have this triburidl compel the State of
 California to tender public funds on a record that, in part, lacks
competent and credible stee documentation ahd exemplifies the
worse il Counity aid ‘State'oooperahon Having made its claim for
reimburseinent, this tribunal coneuts that antebligation was placed on
the State of California Controller to competently and timely conduct an’
-~ anditfeview of the Gotmty's claitt. The State'did not doso. Onthe
- Gther Hatid, the County”seffort 0. benefit fromdts summary disposal of
documents and subsequently intransigent coopera’aon begs particular
scmtmy and does not preclude an audit rewew by the Dapartment of
, ‘Fmance R ‘ N
(1) It is clear that the commmghng of" MISP and CHIP funds'in the
' imiplementation of its CMS Prograth prevents this tribunal from -
categorically relegatifig fiinds to population services. Whﬂe the .
- recard presénted this tribunal identifies most CHIP funds,”
$657,654 in CHIP funds remains unaccounted. Even without
cotisiderationi«of the audit report's import, the receipt by the

oy
1

30 he County sitel ‘Governiient Code Section 17558.5 Which providek, ifi peftinerit part: “A retmbursement cleim
for actual costs fileﬁ.by & local agency =is subject to audit by the Gontroller®io dter than four years after the end of
the calendar year in which the reimbursement claim is filed or last amended.” This provision, however, did not go
into effect until January 1, 1994—over two, years after the County's claim for reimbursement, which wes not
otherwise limited by an andit complatiori peﬂod by the State C‘ontrdllai' or, miore importarfﬂy, the Ditbotor 6fithe
Departrment of Finatits, was filed, Tha County's bbjactwn to the andit report is oVerruled and motion'to strika
summarily de,niad Indead as the Suprama Gourt a.rtioulated -n Hunt, supm E.tp 1003, fn 10 thaJudgmant in |

! Government Code Section 13070; State Bd. of Ed. V. Levit (1959) 52 Cal.2d 441; Treu v. Kirkwood (1954) 42 -
Cal.2d 602; State v, Brotheihood of R.R. Trainmen (1951) 37 Cal.2d-412; Ireland.v. Riley (1936) 11 Cel.App.2d 70. -
52 In the prior Proposed Decision, the AL incorrectly indluded $1,582,190 in SB12/612 (PES) expenditures.,
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County of funds it cannot now or tnnely attribute ;:;3 any
partlcular account compels reduction of its claim,

(2)  Itis farther established that the recalpt of $18,942, 077 in CHIP
. funds did not necessitate the County's expenditures at the $41M
level on its CMS Program.in 1990 — 1991 but a Maintenance of
Effort ( ‘MOE™) as aet by their net county costs in fiscal year
1988 - 1989, Itis equally evident that to meet its MOE, the
County was required to spend a certain amount of its funds on
public health and inpatient/outpatient (indigent) programs as a
whole, Once spent, it was considered to have met its county
match, Any amount spent above this “county mateli” became
the “county overmatch” which, thereby, became the county’s net
" county cost or its MOE requirement. The County, from the
evidence presented this tribunal, failed to properly administer its
~ receipt of CHIP funds in accordance with its Standard
o . Agreement with the State of California. MOE is not determined
o on an individual program basis but on an overall basis for
healthcare programs as & whole, including the County's public
. health and CMS Programs, There is no statutory requirement
. that sPendmg ocour on'an individual program at & certain level.

The County overstates, in this proceeding, the xmport of the andit. What becomes of .
particular significance is the inconclusive result of this andit that i no less evident to this
tribunal from the state of the record provided, While the County's motion to strike has been
denied; the inconclusive nature of the audit is not dispositive to this tribunal’s determination.
The County’s administration of its CMS Program, including its pool rejmbursement
methcdology, functioned to leave unresolved the ultimate allocation of public funds with due

regard to accounting and audit principles. Irrespective, however, of the pool reimbursement
methodology, the cavalier public financial administration demonstrated by the County
subsequently exacerbated by staff intransigence’ 5* canmot be readily cured by this tnbunal and
did little to support the County’s obligation or establish its claim for re:mbursement

% With the combination of credits and disallowsble expenses, this effectively reduces the County's claim for
reimbursement to $8,765,651, The County's belated effort to account for its remaining CHIP balance is deemsd
untlmely

Tha County, in its submission compellmg reconsideration by this tnbunal observes that the State demonstrated &
“cavalier' attitnde regerding its responsibility to pay for medically necessary care for MIA's that precipitated the
crisis," It becomes clear to this tribunal that particular culpability may be ascribed to the partiaa &8 & comsequence of .
political decisions, That having been said, this tribunal need only concern itself with the issues at hand that arise
ﬁ'om the inatant claim for reimbursement by the County. :

Tha County, despits its comments to the Commission and in reconsideration by this tribunal, overlooks the
gravamen of this proceeding, The County appeass to posit that its claim for reimbursement must be.honored by tha
Commission regardless of the ability of such claim to withstand the serutiny of e public andit. The criginal mandate
imposed by the Commigsion on this tribunal wes to determine, pursuant to the Supreme Court's direction, (1)
whether the statutory standards of cars compelled the County to incur costs in excess of funds provided by the State,
(2) 'whet amount the statutory standards of care compelled the County to incur in excess of funds provided by the
State,‘ end (3) what statutory remadies is the County antiﬂad County of San Diego, supra atp. 111,
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E.  Itbecomes apparent that a level of services was to be rendered the
medically indigent. Aware of forthcoming financial shortfalls, County
administration competenﬂy and responsibly developed its
reimbursement pool method that effectively transferred its sconomic
risk.”® It is readily acknowledged that certain fiscal levels were
anticipated; however, regardiess of what funds were, in'fact, received
from either the State of California or the federal government through
the State, risk—economic risk—was to be solely borne by contract
providers—not thé County. The State, accordingly, submits that the
transfer of such risk from the County to contract providers obviates any

* County claim for reimbursement. What emerges from the record
presented this tribunal is that the County’s claim that it was compelled
to incur costs in excess of funds provided by the State to meet statutory -
standards of care is not established. Clearly, reimbursement, if any,
would not inure to the public treasury but, instead, to private service
providers who comracted with the County cognizant of economic risk.

F. Of further import to this mbunal is the significance of the County's
+ commingling of funds as it relates to population services. There is no

doubt that services were, in fact, competently rendered the medically
indigent during the fiscal year 1990 — 1991 administration of the CMS
Program by the County, What is consequently not established as a
result of the lack of competent source documents and inappropriate
commingling is that the County did not incur CMS Program expenses,
nor any specific amount, in excess of funds provided by the State.

LBGAL CONCLUSIONS

1. In the original Proposed Decision éubmitted to the Commission, the ALJ
determined: ' ' ‘

3¢ Commissioner Beltramt, in the Commission proceeding on November 30, 2000, raises a cogent and provocative
issue: “Madam Chair, T have just one perticular concern, and that is the hearing officer's statements regarding the
contracts with the HMO. It seems to me that when & local party has used prident fiscal management, which I think
was probably the concern of the counfy in this instance, that if we turn around and say, well, these people did a good
job, they saved money; and, thérefore, if thera's no cost...I'm just concerned on that because that whole philosophy
can be carried & long way. And I would like to see that at least discussed by the hearing officer again without
opening up every other avenus, But that's just my own personal concern,” It is bundantly clear that the County
smbarked upon & propram that damonstrated prudent and responsibls fiscal management in the administration of its
program by tmnsfarrmg economié rigk to the private sector, mesting thereby the statutory standards of care without
incurring costs in excess of funds provided by the State, While the passage of time, record menagesment, and other

/actors impair the County's claim for reimbursement, this Decision should not stand for the proposition, g5 svinced
by Commissioner Beltrami, thaf prudent fiscal managament ‘precludes properly submitted and documented olaims for
reimbursement,

v
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“Cause does not exist to find that the statutory standards of care pursuant to
Health and Safety Cods §1442.5, and Welfare and Instifutiohs Code §810000, et
seq., 16703, et seq., and 17000, et seq., in conjunction with Government Code
813070, compelled the County to incur costs in excess of funds provided by the .
State...”’and . ' | : -

“Cause does not exist to find that the statutory standards of care pursuant to
Health and Safety Code §1442.5, and Welfare and Institutions Code, §810000, et

" seq., 16703, et seq., 17000, et seq., in conjunction with Government Code
§13070, compelled the County to incur any amount in excess of funds provided
by the State....""" B ' ' ‘ ”

Following reconsideration of the parties’ submissions, it is abundantly clear that the
County has missed the import of the ALI's determination as to Legal Conclusions 1 and 2 in
the original Proposed Decision. Cormpulsion as referenced by the ALJ is not on the program
required to be implemented by the County pursuant to section 17000 (as perceived by the )
County in its post-hearing submission) but on the costs compelled to be incurred by the County
in the program’s implementation, Indeed, the Cotnty’s claim of financial compulsion is simply
belied by the very nature of its innovative (and financially prudent) program. Accordingly,
cause does not exist to find that pursuant to the statutory standards of care set forth in Health
and Safety Code.§1442.5, and Welfare and Institutions Code §§10000, et seq,, 16703, et seq.,
17000, et seq., in conjunction with Government Code §13070, the County necessarily incurred

 costs in excess of funds provided by the State as set forth in Findings 1 ~ 177

2. Cause does not exist to find that pursuant to the statutory standards of care set
forth in Health and Safety Code §1442.5, and Welfare and Institutions Code §§10000, et seq.,
16703, et seq., 17000, et seq,, in conjunction with Government Code §13070, the County
necessarily incurred any amount in excess of funds provided by the State as set forth in
Findings 1 ~ 17. ' '

3. Cause does not exist to find pursuant to Health and Safety Code §1442.5, and
Welfare and Institutions Code §810000, et seq., and 16703 et seq., and 17000, et seq., in
. conjunction with Government Code §13070, that the County is entitled to any statutory
remedies as set forth in Findings 1 -17. ' :

>7 Legal Conclusion Lof the. original Proposed Decision,
38 Legal Conclusion 2 of the original Proposed Decision, °

3 Having concluded, on reconsideration, that several comments of the parties compel modification of the Proposed
Decision as set forth herein; particularly with respect to credit offsets to the State; this tribunal otherwise concludes
that the original Proposed Decision does not erroneously conclude that the County is not entifled to any recovery, -
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ORDER
The claim of the County of Sen Disgo is dismissed,

Dated: /Z" Z 9 -Do

Administrative Law Judge
Office of Administrative Hearings

nr
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